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TIM i-5.2, entitled ““Addition to the Tax
Penalty” (January 3, 1978).

Department of Revenue vs. Bailey-
Bohrman Steel Corporation (Circuit
Court of Dane County, Case No. 157-
072, December 16, 1977). The court
heid that the slitting of raw coiled steel
does not consitutute “'manufacturing”
as that term is defined in Wisconsin's
sales and use tax law (s. 77.51(27)).
The taxpayer’s entire operation con-
sisted of taking raw steel coiled stock
with a width of up to 48 inches and
weighing about 15 tons and decoiling
the coiled steel, slitting it into narrower
widths and recoiling it for shipment to
customers.

The taxpayer claimed that the ma-
chinery and equipment used in its steel
slitting operation was used in “manu-
facturing” and was, therefore, exempt
for Wisconsin's sales and use tax. The
court rejected the taxpayer’s exemption
claim on the grounds that the taxpayer
was not engaged in manufacturing since
its operation was simple and did not
produce a new article with a different
form from the old article.

The taxpayer has appealed this deci-
sion to the Wisconsin Supreme Court.

In the Matter of the Estate of Oscar R.
Haase a/k/a Oscar Rudolph Haase,
Deceased: State of Wisconsin vs.
Marine National Exchange Bank of Mil-
waukee ( Wis. 2d . Wisconsin
Supreme Court, Case No. 75-815, Janu-
ary 3, 1978.) Certain brokerage com-
missions in the sale of real estate and
stock were deducted as offsets on the fi-
duciary income tax returns of the Haase
estate to reduce the amount of capital
gains realized on the sale. The issue was
whether these same commissions may
be claimed for the second time as ad-
ministrative expense deductions for in-
heritance tax purposes. The court held,
pursuant to s. 72.015(3), 1969 Wis.
Stats. (now s. 72.14 (1) {c)}, that ex-
penses claimed for income tax purposes
could not be deducted a second time for
inheritance tax purposes.

Hail Chevrotet Co., Inc. vs. Depart-
ment of Revenue ( Wis. 2d |, Wis-
consin Supreme Court, January 3,
1978.) The taxpayer was in the business
of selling and servicing new and usecd
automobiles. Due to the economic dete-
rioration of the neighborhood in which
its facilities were |located, the taxpayer
sold the property and moved to a more
advantageous focation.

Taxpayer sustained a loss on the sale
of its land and buildings at its oid site
because of its diminution in value as a
resuit of the deterioration of the neigh-
borhood. Although the taxpayer was
permitted to offset a portion of the loss
against other income in the year in
which the sale took place (under s.
71.05, Wis. Stats)), its total losses for
the year exceeded the gain. The tax-
payer then attempted to carry forward
to subsequent years the losses which
could not be applied against income in
the year of sale as a net business loss
under s. 71.06, Wis. Stats.

The department disallowed the carry
forward of the net business loss be-
cause it was not “attributable to the cop-
eration of a business regularly carried
on by the taxpayer'” (emphasis added;
within the language of s. 71.06, Wis.
Stats. The Tax Appeals Commission
and the Circuit Court for Dane County
upheld the department’s action. How-
ever, the Wisconsin Supreme Court
ruled in favor of the taxpayer.

The Wisconsin Supreme Court, in
hotding for the taxpayer, stated that the
question is not whether the transaction
was of a kind “reguiarly’”’ carried on by
the taxpayer, but whether the transac-
tion was ‘‘attributable” to the operation
of a business which was regularly car-
ried on. The Court recognized that there
was no total or partial liquidation of the
business so that the business after the
sale was neither terminated nor perma-
nently reduced in scope. Under these
facts, the Court concluded that this lcss
was attributable to a transaction in the
regular course of the taxpayer’s reguiar
business which could be carried for-
ward.

NOTE: Because s. 71.06 was amended
by Chapter 224, Laws of 1975, beqgin-
ning with the taxable vear 1878, all Wis-
consin net business losses incurred by
corporations can be carried forward for
up to 5 years and used ic offset a subse-
guent year’'s net business income.

TAX RELEASES

{*'Tax Releanes’ are designed o provide an-
swers to the spacific tax questions coversd,
hased on the lacts indicated. However, the an-
swers may not apply to ail questions of a similar
nature. in situations where the iacts vary from
those given hersin, It is recommaeanded that ad-
vice be sought from ithe Departmant. Unless
otherwise indicated, Tax Releases apply for all
periods open to adjustment. All references to
section numbers are to the Wisconsin Statutes
unisss otherwiss noted.

NOTE: Many of these were formerly distrib-
uted to Department personnei as saies tax
memos or Teporis. it Is thought that these posi-
tions would be ol heip to taxpayers and tax prac-
litionera.)

INCOME TAX
New Johs Tax Credit

Beginning with the 1977 taxabie year,
a new federa/ credit is available to qual-
ified employers who hire additional em-
plovees. This "'new jobs tax credit' was
created by the Tax Reduction and Sim-
plification Act of 1977, which added
Sec. 44B to the Internal Revenue Code.

Generally, the amount of the jobs
credit is based on Federal Unemploy-
ment Tax Act (FUTA) wages paid by an
employer during the calendar year. Em-
plovers who are not subject to FUTA
tax, or de not employ agricuttural or raii-
road employees cannot gqualify for the
jobs credit. H an employer claims this
cregit, the employer's deduction for
wages paid or incurred for the tax year
must be reduced by the doliar amount
of the credit allowabte.

!t is not mandatory that an empioyer
ciaim the jobs credit under the Internal
Revenue Gode. Therefore. an empioyer
who claims the credit for federal pur-
poses is noi required teo follow the Inter-
nai Revenue Code provisions for Wis-
consin. In such situations, the
empioyer’s deduction for wages should
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not be reduced by the jobs tax credit for
the computation of Wisconsin taxable
income.

if an emptover who reports business
income on Form 1040 Schedules C, E,
or F. claims the jobs credit for federail
purposes. the empioyer must reduce the
deduction for wages by the amount of
the credit. The employer must add the
amount of the credit back te the deduc-
tion for wages in order to arrive at the
federal adjusted gross income that is al-
lowed for Wisconsin purposes. For the
convenience of the employer. fine 5 of
Wisconsin Schedule | may be used for
this adjustment.

A corporate employer who files Wis-
consin Form 5 and who claims the jobs
credit for federal purposes, must add
the amount of the credit to the addi-
tional Wisconsin deductions in order to
arrive at the total business deductions
aflowable for Wisconsin purposes. This
adjustment should be made on line 6 of
Schedule V. A corporate employer who
files Wisconsin Form 4 does not need {0
make any adjustment. since the total
wages paid should have already been
deducted on the form.

SALES TAX
|. Purchases by Gavernmental Units

Ruie Tax 11.05 entitled “"Governmen-
tal Units’™ went into effect on January 1,
1978. Portions of the rule which may be
of most interest 1o representatives of
governmental units are reproduced be-
low. If you want a copy of this rule, write
the department’'s Technical Services
Staff, 201 East Washington Avenue,
Madison 53702.

Section 77.54 (%a), Wis. Stats., ex-
empts sales to and the storage, use Or
other consumption of tangible personal
property and services by this state or by
any agency thereof, or any Wisconsin
county, city, village, town, school dis-
trict, county-city hospital established
under section 66.47, Wis. Stats., sewer-
age commission organized under sec-
tion 144.07 (4), Wis. Stats.. metropoli-
tan sewerage district organized under
sections 66.20 to 66.26, Wis. Stats.. or
any other unit of government, or any
agency or instrumentality of 2 or more

units ot government within this state.
However, the exemption does not apply
to governmental units of other states,

A Wisconsin governmental unit need
not give a retailer an exemption certifi-
cate to purchase taxable property or
services without tax. A purchase order
identifying the Wisconsin governmental
unit shall be acceptabie evidence of the
exempt nature of the purchase.

A Wisconsin governmental unit's
payments to seliers for welfare recipi-
ents’ purchases are generally subject {o
the tax. except when the purchase is
made directly by the governemental unit
and:

1. The governmental unit gives its
purchase order to the seller before
the sale is completed or the taxa-
ble service is performed;

2. The seller bills the governmental
unit directly; and

3. The seller retains a copy of each
purchase order received from the
governmental unit to substantiate
the exempt sale.

Il. Sales by Governmental Units

Sales by the state of Wisconsin, any
agency thereaf and governmental units
within this state are generally subject to
the Wisconsin sales tax. However, sates
by the United States Government or any
agency thereof are not taxable.

Taxable receipts of governmental
units located in Wisconsin include gross
receipts from the following:

(a) Admissions to recreational facili-
ties (e.g., green fees, campground fees,
swimming fees, ice skating fees and
park sheiter house fees) .

(b} Food and qift stand sales.

(c) Sales or rental of recreational
equipment and supplies.

(d) Charges for access to or use of
athletic facilities such as baseball and
softball diamonds, stadiums and gym-
nasiums.

{e) Sales of electricity, gas and steam
by municipal utilities. However, water
sold through mains is exempt.

(fi Sales of maps, plat books, photo-
copies or ather printed material.

tg) Sales or rental of equipment and
office furniture, including the rental of
motor vehicles to employes. Govern-
mental units should not collect tax on
their saies of motor vehicles. Instead,
the purchaser should pay the tax to the
Wisconsin Department of Transporta-
tion when the motor vehicle is regis-
tered.

(h} Sales of buiidings or timber when
the purchaser acquires such property
for removal.

{iy Rental of lodging facilities to any
person residing for a continuous period
of less than one month.

{iy Receipts trom vending machines
and amusement devices, if the govern-
mental unit owns the machine or has
control over the gross receipts from the
machine and its contents.

(k) Sales of soda water beverages and
beer.

() Charges for meals to "Huber” law
prisoners.

(m) Sales of books and supplies, Such

sales by vocational, technical and adult
education schools are taxable, except
for the period from July 1, 1972 through
October 3, 1673. Sales of books and
supplies by elementary and secondary
schools are exempt.

(n) Sales of craft supplies for play-
ground craft programs.

{o) Auction sales of tangible personal
property, but excluding motor vehicles
{see par. {g} above).

(p) Sales and delivery of trees, shrubs
or gravel to private purchasers.

(q) Sales of impounded animals, even
though the amount received may be
designated as a placement fee.

Hl. Trade-ins

Section 77.51(11) (b} 3, Wis. Stats..
provides that the gross receipts from a
transaction which are subject to the
sales tax is the difference between the
fuil purchase price of the article of
greater value and the amount ailowed
for the article traded in. This statutory
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provision appties only 1o single transac-
ttons in which certain specific tangible
perseonal property is traded toward the
purchase of an articie of greater value.
For example, if a used car valued at
$1.000 is traded in on a new car having a
retail sefling price of $5.000, the tax ap-
plies to the net purchase price of
$4.000.

If an auto dealer exchanges its entire
business (e.g., real estate, goodwill, in-
ventories and other personal prop-
erty} —not just “one article”—for an-
other entire business, the trade-in
provisionins. 77.51(11) (b} 3 is not ap-
plicable.

V. Trade-ins Converted to Use

If a mobile home dealer removes a
traded-in mobile home from inventory,
and converts it to his or her own use by
utilizing it as an office for the business, a
use tax is due based on the trade-in al-
lowance reflected on the dealer’s books.
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